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1f you do not protest this p:npoaod,do:ormln

{t w.il be considered by the Internal Revenu
“exhaust avallable agminlstrative remadles.  Saction 742
‘Internal Revenue Coda provides, in part, thati; S

A declaratory judgement oOF decree under this saction

not be iasued in any proceeding unless the Tax Court,
claims Court, or the district court of the United States
for the District of Columbiugpotctmip-n that the :

organitation involved has eX ausncd-admlnlst:atlvofn
avallable to it within the Internal Revenue Sg;vtcy.

It wa do not hear from you within the time speciflied, this will bacome i~
our final determination. In that event, approprlate state officlals.
will be notitied of this actlion in accordance with the provlllonl,ot
section 6104(c) vt the Cods. : e PR SR

Enclosures! A ]




g appllcatldn'lndlcatoa,thl,<£ om ﬂﬁ
and his lamka—ownud pcta:cd',,
. on | § noar
“one of the most populaz rasorts betwaecn
) and {ncluded an lce cream
Lunch stand and one ot the lazgest dance hal
pctivitiaes {ncluded poating: camping, 8% ;
 outlings and dancing. 5 5"5* s R -é
*in @D the “ sold the resort to developers who
creattd the . The o:qanl:atlon was
originally incorpo ' _ 3
s Board of pDirect the proper :opo:tl-and
ea3 to the gtate. , the OF anizatlion:
with i

]
which the organizat
welfare of the
srructures on .
sald community areas and to
supply nynnemm.'

The perort Wiy Lubdlvlded int
ownap L3 an apromatic and nman
assussed ail annual fee of \
o:qan&zat&on'a maln sOUEGH of s
which had an attendancy of over

The original structuces st the R
orqaana:Lon. ara the ice puilt , the pathhouse
also built in g, d chi ot tha outdoor
kitchena. The structuraed havae {th the S
] M since '

~ The lcg crean parlor extends OVer the lake and
housas @ rincoric plctures, far back a3 L T :
ozqnn&zacton has daveloped @ ear plan to gefurbiash poth the ice
creanm pathhouse to thele originality. plans {nclude
replac {nstalling & naw septic tixing the
plumbl 1dings, and putting n the lce cream
parlor. In the deacription of the project, 3 of the
locumant YoM submitrad entitled, /

’ dated ou

{1, rlude construction of a long-term water system

.. % poun the niavoric he member residenta.

 appilcation ptat . n the flrst phase of :
raplacing the water 8y?3 tha roof :opllgcmant on the pathhouse
;nd continual grounds mpalntenancs. AN e




"ice cream parlor s currently used as'a’clubhousa by th
embors ‘and is avallable foriuse by the membars for weddings,
occﬁtipna;TrctL:-monc parties/:birthday parties, anniversary
arties; , ’ 0 e ,
aetings, annual membership meetings, and pot:luck dinners.:. Tha &
“bathhouse is currently used by the members’'as.a changling 'room with

-bathroom and showep facilities. The tacilities are not.open .to thex
"public, except for ona or two fundraising events held:in:th
Cyear, i : L R R A e
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e

, aoc:loh 501(c) {3) of the Code p:ovldai;:
goom Federal income taxi . = o0 o b

Organizatlons organized and opoftid exclusively for .
charitable, religlous or educational purposes, no part of the
noet earnings of which inures to tne bgnptlt otvany‘prlvato'

shareholder or ind‘ulﬁual.

gectlon 1,501(c) (3)=1(d) (2) of the Regulations defines the term:
“ehavitable” to includa: rellef of the poor and distressed, or of
the ' nderprivileged; advancement of religlon) advancement of
education or sclence; aractien or malntenance of public buildings
monuments, or works; lesasening of the burdens of government; and
promotion of social weltare by organizations designed to accomplish
any of the above purposes, OF {{) to lessen neighborhood tensions;
(11) to eliminate prejudice and discrimination; (L11) to defend
human and civil rights secured by law; or (iv) to combat community
deterioration and juvenile delinquency. i - _

Section 1.501(c) (3)=1(3) (1) of the Regulations states that an
organization will be regarded as “operated exclusively® for one or"
more exempt purposes only if it engages primarily in activities :
which accomplish one or more of such exempt purposes specified in
section %501 (c) (3) of tha Code. An organization will not be so
regarded Lf more than an Lnsubstantial part of its activities i
not in furtherance of an exempt purpose.

Section 1.501(c) (3)=1(d) (1) (L1) of the Regulations states that an
organization {s not organized or oparated exclusively for one or
more gxempt purposes unless it serves a public rather than a

~ private interest, It must not be operated for the benefit of

@ slgnated indlviduals or the persons who created ic.

‘Sevrion 1,501 (c) (3)-1(a) (1) of the Regulations states in order to
. be viompt as an organlzartion described in section 501l(c)(3), an

-+ grgailzation must be both organized and operated exclusively for
" one or mare purposes apucified in such section. 1f an organization’’

[
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“In Batter Business Bureau of washin ton, D {
- gtates, 326 U.3. 279 (1945), the Supreme Court . hel

F581c) (3)=1(b) (1) {
organized exc
4 L;gdgr;igles‘ot organiz
ATt A A

| 1y empower the orgar n gihqﬂqaqéj
R otherwise than as an insubstantial part ity activit

~activities which in themselves are not .in furcherance.

e

Seccion i;ﬁbl(c)(3)-lia)(éi of the Reéhf&tions,

- Maxempt purpose or purposes", means any pur

spocified in section 501 (c) (3) of the Coda.

gection 1.501(c) (3)-1(b) (4) of the Regulatlons states an. [t o
organizatlon i{s not organized exclusively for.one or more exempt
purposes unless its assets are dgqicatedvtq gn*qxpmp;{purpose.

.

presence of a single non-exempt purposa,ai!»aubstantia&;inﬂn t

will destroy a claim for exemption regardless of the number or
importance of truly exempt purposes.: T i Mk

In Old Dominion Box Co. V. United States, 447 F,2 L
1973), cert. denled 414 U.S. 910 (1973), the court held that
operating tor the benefit of private partie ;;on:tltu?es a
substantial non-exempt purpose. - L L

v

In American Campaign Academy v, Commissioner, 92 T.C. 1053 (1989),
the Tax Court concluded that an organization could not confer .
~ substantial pbenefits on disinterested persons and still serve
public purposes within the meaning of saction 1.501(c) (3)=1(d) (i)
of the Regulations. ST . R S

" tn Manning Association V. Commissioner of Internal Revenue, 93IT;¢;
- 896 (1989), the Tax Court held that notwithstanding the existence

¢f truly educational purposas, pased largely upon an historic
Manning homestead and historic actifacts, the Assocliation's o
opeLations were also conducted for the penefit of members of the '
‘tanning family, a nonexempt purposa substantial in nature that .
precluded the Assoclation's qualifying for exemption under Code
seouion 501(c) (3). : T . . el Mt

“In génefél, an organization that applies for tocédnitibdtbtfégéﬁptlon g
‘'has the burden of proving that it clearly meets all the requirement
. of the particular section of the Code under which it has applied.:

T RSN
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.>daeq Kenner

fcle3eland ch
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t of a.park.% The park'p
: ss or agress of craft
* avidenca that it was used for /swimming or:rha
- permitted there.. Soma people,used tho area’::
activity appeared to unlawful «. 1€ the silt:t
“ba deposited in a convenient-nearby locationi
" to load tha material on barges and transpor
location at a cost of about six times as much.
corporation arranged with the village trustees | v
material deposited in a.low-lyingfarea.ot,thg;munlclna +pach
Tay. Court ruled the corporation’s principalﬁfig'noc"sol:“purp ) e
was to ilredge the waterways for .the benafit,of those persons ewning

¢

. property or living on the shores thereot,x;Any;objectlvqE;beoneti&
the general public,.if it existed at all was a secondary one.'! The ik
Tax Court further ruled that contributions. to _the corporation were

‘not deductible to the donor under section 170 -of the ‘a8

“charitable contribution.:: 8

B c o SR gy NET i & Sy
~ Rev. Rul, 75-286, 1975-2 C.B. 210, holds that:a nonprofit >
" organizatlon with membership limited to the residents and business
operators within a city block and formed to preserve and beautify
the public areas in the block, theceby benefliting the community as;
~ a whole a3 well as enhancing the value of its members' property
- rights, does not qualify for exemption under ?ectlon 501(c) (3) .

-

* Conclusion: : R

Based on the statement of facts and applicable law, we conclude you

are not described in Sectlon 501 (c) (3) of the Code, We reached our
"conclusion for tha reasons discussed below! PR s i

“ plrst, you do not meet the o:qanlzational'toStf:lqulrod'lor'h

. exemptlion unde: Section 501 (c) (3) of the Codae,: The purposes for L
which the organization was formed, as stated in your organizational
document, are: wpromoting the mutual walfare of the property - .
owners.. to own CENEEEEEEE nd structures on w €O

‘ nike nacessary lmprovements in the sald community areas and to own
ai | operate a non-profit water supply'systemu.“g The purposes
licted in your organizational document are‘not-purposesvspecitied
in Saction 501(c) (3) of the Coda., ' LB
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